The Impact of Servitization on Corporate Culture  by Dubruc, Nadine et al.
 Procedia CIRP  16 ( 2014 )  289 – 294 
Available online at www.sciencedirect.com
2212-8271 © 2014 Elsevier B.V. This is an open access article under the CC BY-NC-ND license 
(http://creativecommons.org/licenses/by-nc-nd/3.0/).
Selection and peer-review under responsibility of the International Scientific Committee of “The 6th CIRP Conference on Industrial 
Product-Service Systems” in the person of the Conference Chair Professor Hoda ElMaraghy”
doi: 10.1016/j.procir.2014.01.028 
ScienceDirect
Product Services Systems and Value Creation. Proceedings of the 6th CIRP Conference on Industrial 
Product-Service Systems 
The impact of servitization on corporate culture 
 Nadine Dubruc*a, Sophie Peillona, Abdallah Faraha  
aHenri Fayol Institute, Ecole  Nationale  Supérieure  des  Mines  de  Saint- Etienne, 158 cours Fauriel, 42 023 Saint-Etienne, France 
* Corresponding author. Tel.: +33(0)477420214; fax: +33(0)477426633. E-mail address: dubruc@emse.fr 
Abstract 
Our goal in this paper is to analyze the evolution of the corporate culture required for the process of servitization through changes in 
practical, behavioral and intellectual habits. The purpose is to gain a better understanding of the process by which an enterprise can 
change its culture from a product based culture to a service based one in the specific context of SMEs. We use a single case study to 
understand in depth the effects of a change in company corporate culture. The case study concerns a SME in the Rhȏne-Alpes Region 
in France, which specializes in remanufacturing appliances. In 2012, the general manager began a process of started a strategic 
reflection on servitization in order to diversify the enterprise’s activities and unlock new markets. However, the adoption of 
servitization requires profound modifications in the company’s organization, and particularly in its corporate culture. In order to 
better understand this change, we suggest considering it as a learning process. 
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1. Introduction 
Servitization can be considered as an organizational 
innovation which requires a shift from a manufacturing 
culture to a service culture. Within the servitization process, 
developing and fostering a service culture appears to be a 
major challenge for traditional manufacturing companies. 
Indeed, manufacturers have to overcome their embedded 
product culture, and move away from a manufacturing-
oriented mind-set towards a service-oriented mind-set. 
In this paper, we aim to highlight the role of cultural 
transformation during the servitization process. 
More precisely, we try to understand the way a service-
oriented culture can be created and fostered, especially in 
the context of SMEs. Our approach rests upon the activity 
theory, which focuses on the cognitive and psychological 
dimensions that support the transformation of corporate 
culture. This transformation can be considered as a learning 
process relying on three major elements: the contract, the 
awareness of customer needs and being able to have time. 
Consistent with this research question, we chose a case 
study approach because it allows an accurate observation 
and representation of the learning mechanisms that support 
and enable the culture transformation. 
After a brief review of the literature on the relation 
between servitization and corporate culture, we return to the 
determinants of organizational and corporate culture from a 
cognitive and psychological point of view. We propose a 
conceptual framework for analyzing the impact of 
servitization on corporate culture. We then present a case 
study which is analyzed using the proposed conceptual 
framework. 
2. The role of corporate culture in the 
servitization process 
2.1. Servitization induces a shift in corporate culture 
When evoking the organizational consequences of 
servitization, the literature identifies three major fields: 
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corporate culture, human resource management and 
organizational structures. Indeed, servitization is likely to 
modify these three organizational dimensions in depth [1] 
[2] [3]. 
The cultural transformation required during the 
servitization process is emphasized by a number of authors. 
Service orientation of corporate culture and of human 
resource management appears as one of the success factors 
for the transition from products to services in manufacturing 
companies [4]. An exploratory study shows that companies 
involved in service business development have all increased 
service orientation in their corporate culture by modifying 
company values and employee behavior [1]. 
This “service-orientation” in corporate culture can be 
embodied in the company’s values and employee behavior 
via the participation of clients in the design, production and 
consumption of service products, in addition to relational 
marketing, strong collaboration between the marketing and 
production departments, use of client data in assessing 
organizational effectiveness and evaluation of the 
interpersonal skills of customer contact personnel. 
Customer relationship management is of great 
importance: “Developing a service culture, and new 
understanding and relationship with its customers emerge to 
be the two most critical factors in the transformation of a 
traditional manufacturer towards a servitized organization” 
[5]. 
If the success of the servitization process consists largely 
in the development of a service culture, we may wonder 
how this specific kind of culture can be created and 
fostered. The literature on servitization gives us several 
indications on this aspect. 
2.2. How to develop a service culture? 
The development of a service culture needs to be 
supported by managerial behavior and structural 
transformations. More precisely, “Each service strategy is 
supported by organizational design factors related to the 
service orientation of corporate culture, the service 
orientation of human resource management, and the service 
orientation of organizational structures.” [6]. 
From a behavioral point of view, in order to deliver 
service efficiently, people need to be trained and 
empowered. This empowerment can be achieved only if 
people have the mind-set for establishing a true service 
culture. Thus servitization requires a shift in people’s mind-
sets, and this shift has to be encouraged by the managers. 
This requires strong internal marketing based on a better 
understanding of customer benefits from services [7]. “The 
change of mind-sets can be facilitated by a clear strategy 
and strong commitment of organizational leadership; 
training and developing new skills; by financial incentives 
and reward motivation” [5] 
Thus the development of a service culture in a 
manufacturing company requires the manager’s 
involvement. In their study, Gebauer and al. [8] show that to 
establish appropriate service awareness and service culture, 
companies have to overcome certain “cultural” habits of 
product manufacturers. “Typical cultural habits can be 
found at both managerial and employee levels. For example, 
managers have to be aware of the economic potential of 
extended service business and should be willing to invest 
resources in it.” The service awareness means that managers 
“have to change their thinking from services as an add-on, 
to services as ‘value-added’ activities”.  
The shift in corporate culture has managerial but also 
structural implications. If manufacturing companies want to 
achieve a service strategy, they have to improve their 
customer relationships management. They can of course 
create a customer support service; but even if they don’t, 
they would have to build strong and reliable management of 
customer relationships, based on service awareness by all 
employees. 
Finally, we should not forget that the development of a 
service culture in a manufacturing company takes time. “A 
service culture in manufacturing companies must be 
nurtured continuously and grows over several years on the 
basis of appropriate service awareness.” [8]. 
In this paper, we focus on the cognitive and 
psychological dimensions that support the transformation of 
corporate culture which explains why we return to the 
literature on corporate and organizational culture. 
3. Evolution of corporate culture as a learning 
process 
3.1. Definition and characteristics of organizational 
culture 
Schein [9] defines organizational culture as “a pattern of 
basic assumptions - invented, discovered or developed by a 
given group as it learns to cope with its problems of external 
adaptation and internal integration – that has worked well 
enough to be considered valid and, therefore, to be taught to 
new members as the correct way to perceive, think and feel 
in relation to those problems” [9, p.12]. Corporate culture is 
created by the company’s social situations and it is an 
abstraction that fully plays its part in the way groups are 
organized in organizations.    
 “Culture is an abstraction, yet the forces that are created 
in social and organizational situations deriving from culture 
are powerful. If we don’t understand the operation of these 
forces, we become victim to them.” [9]. Culture is 
materialized by how an organization’s elements are 
organized and how these elements condition the work of the 
employees. Culture represents “how things are around 
here,” or the prevailing ideology that people carry inside 
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their heads. Culture affects the way organization members 
think, feel, and behave.” [10]. 
Culture is integrated by the individuals in the company, 
but it is first of all “a collective phenomenon and it is 
registered in the unconsciousness of a social group’s 
members. This distinguishes it from the concept of identity, 
which is marked by individual and conscious dimensions.” 
[11]. The elements of corporate culture are those that allow 
resolution of the company’s problems. Corporate culture 
evolves according to the problems resolved, with integration 
of the elements that allowed resolution of these problems. 
These elements in success factors are thus transmitted by 
the old employees to the new ones as rules and standards 
that should be respected and philosophies that need to be 
followed to succeed. Schein [9] defined three components 
of corporate culture: 
x Artifacts: the tangible elements such as the buildings’ 
architecture, the dress code, the heroes that founded the 
company’s history, the rituals that put the rhythm in the 
life of the company. 
x Values: shared by the members of the organization and 
found explicitly in the standards of behavior, the 
representations, the company’s mission… 
x Assumptions: the invisible elements shared implicitly 
and which serve as common references in the definition 
of control methods… 
A deeper understanding of the evolution of culture 
demands a step back and an analysis of the signs that 
represent the way in which the company operates in order 
for them to be readable. They are not always consistent 
amongst themselves. Changes in the organization will be 
accepted if they are coherent with the different elements of 
corporate culture. Schein [12] explained the need for 
managers to propose answers for the concerns of the 
workforce in case of changes in the organization mainly if 
there are doubts concerning the foundations of corporate 
culture. The agents of change are the leaders who are 
capable of knowing the limitations of the culture and see the 
developments necessary for the change in the company [12]. 
Godelier [11] also insists on the leaders’ role in the 
evolution of culture in an organization. Changing ways of 
acting or thinking in a company and its members 
consequently depends on the leaders’ capacity to grant 
company members autonomy. It also depends on their 
aptitude for tolerating errors and for allowing time so that 
innovation and learning can be transmitted [11]. 
3.2. How to analyze the evolution of organizational 
culture in a servitization context 
In order to analyze the evolution of corporate culture 
when changing to PSS, we consider this change as a 
company learning process referring to the socio-
constructivist approach of Vygotsky [13], enriched by 
Engeström [14], within the framework of development 
psychology. So, we consider that human activity is guided 
by an object and related to instruments that support it. This 
activity is integrated in a community that defines implicit 
and explicit rules and is finally organized according to a 
division of labor that divides the tasks of the activity. 
Human activity is therefore a dynamic structure in which 
situated and motivated subjects are interacting with 
(material and symbolic) objects and with others. 
Development and learning build on psychological 
instruments which can be considered as artificial 
elaborations. The instruments are social constructions 
created by the human being, such as language, different 
forms of patterns, diagrams, charts, plans… 
The development of the activity is designed as a 
coevolution of the environment, tools and the activity. It is 
produced when contradictions exist within activity systems. 
The different subjects (by their history and position in the 
division of labor) build the purpose and the different 
components of the activity in more or less different ways. 
Each activity system is therefore distinct from the other and 
has multiple destinations. Grosjean [15] shows how the 
issue of misunderstanding is by no means a minor issue. It 
questions work practices, how the group works and 
involves, and at the same time, the efficiency and difficulty 
of work. By favoring awareness through the actors in the 
field about their daily practices, it can allow actions on the 
practices, the organization of work, job design and artifacts. 
[15]. So learning consists of agreeing on an object by 
working on the rules, the division of labor and the 
instruments. We consider the contradictions as occasions for 
learning when there is a need to overcome them. This is 
why subjects are led to modify the structure of the activity 
or some of its components (rules, objects, tools, work 
organization). In the case study, we will see that there is a 
process of learning via expansion [14], which allows new 
ways of acting, and an evolution of the system. More 
precisely, we postulate that the evolution of the client 
relationship from the product to the service occurs via a 
process of learning new ways of working and operating. 
4. Case study 
4.1. Methodology 
We chose a case study approach because it represents the 
best way to observe and evaluate non tangible and complex 
phenomena such as the evolution of corporate culture [17]. 
“A case study is an empirical survey which studies a 
modern phenomenon in its real context, especially when the 
limitations between the phenomenon and its context are not 
very clear” [16]. 
The case study is relevant to the proposed hypothesis 
because it answers the question “How” regarding corporate 
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culture and servitization. Case studies are useful for 
constructing an incremental theory and necessary for 
gaining new perspectives on a research topic [18]: that is, 
the impact of servitization on corporate culture. 
The data have been collected within the framework of a 
research project funded by the French National Research 
Agency (ANR). This research project (ServInnov) focuses 
on servitization and includes close collaboration with 
several SMEs in the French Rhône-Alpes Region. We have 
built in cooperation with these SMEs, an action-research 
device including regular meetings with and interviews of 
managers and people involved in the servitization process 
and have followed them during a period of more than two 
years. This action research enabled us to analyze 
developments in the partner companies with respect to 
different concepts of servitization. To prepare a case study, 
we gathered primary data (interviews with the directors, 
managers and clients) and secondary data (reports from 
research meetings, service contracts, exchange of emails on 
potential services for clients…). 
4.2. Case study overview 
The company studied is Envie Loire, a member of the 
national network Envie. This network consists of 45 
integration companies that accompany people who are 
unemployed or benefit from government assistance, by 
developing their expertise in the renovation of guaranteed 
home appliances. In 2000, Envie Loire developed a second 
activity via its branch Envie 2E which specializes in 
collecting and recycling home appliances instead of 
discarding them. The majority of Envie’s actual revenues 
result from direct home appliances sales, whilst its other 
revenues come from public grants. The company’s financial 
situation is precarious; it suffers from constantly rising wage 
costs which disrupt its activity. ² 
In 2012, the general manager began a process of strategic 
reflection on servitization in order to diversify the 
company’s activities and unlock new markets. However, for 
this SME to enter the servitization process, profound 
changes, especially in its corporate culture, must occur. 
4.3. Findings 
We can analyze the cultural transformation of Envie 
Loire through the modification of the 3 dimensions 
mentioned in section 3: Artifacts; espoused beliefs and 
values; basic underlying assumptions. 
x Artifacts 
During the collaboration with Envie Loire, we were able 
to observe a number of elements that are represented in 
Figure 2 based on the Engeström model [14]. We suggest 
that this model allows us to gain a better understanding of  
the different steps in the service activity construction 
(Fig.1). 
Fig. 1. The activity system of the service experimentation 
We note the importance of the contract as a favored 
instrument that allowed the director to outline the proposed 
service and to reach a concrete proposal so that the proposed 
service could be tested. 
Reflection on the contract occurred over a period of two 
months, specifically over October-November 2013. From an 
already existing agreement at Envie, the final draft of the 
contract, which is currently being validated by the client, 
was reviewed nine times before agreement on the terms. 
The contract proposed a trial of the service offer during a 
period of one year, but eventually the period was reduced to 
three months. During this process, occurred several 
misunderstandings on contract specific elements, but their 
overcoming enabled a better mutual awareness. 
Round trips by the research team to the company and the 
privileged client-test relationship finally enabled the 
drawing of a final proposal. We note during these exchanges 
between the two parties that the client focused heavily on 
the proposed service, with emphasis on speed of response, a 
close relationship with the person, the price and duration of 
the contract. For the service provider, the contract 
commitment to providing the service, therefore the manager 
wanted to minimize the risks to the company generated by 
this activity, its turnover and the availability of the 
personnel required for providing this service, so that it 
would not affect the company’s existing activities.  
We can clearly see in this case how service elements 
were shaped in the contract. This artifact helped embody 
and define the service. In this way, the service becomes real 
and it can be sold by the company to its clients. The service 
has been slowly and gradually, integrated by Envie Loire 
following discussion of its elements. 
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x Espoused beliefs and values 
Concerning the behavioral aspects of culture 
transformation, we could emphasize customer relationship 
management. In its current culture, Envie Loire does not 
consider its customer as a major actor. The company is not 
well acquainted with its customers’ needs; moreover 
employees do not “take care” of the client. In order to foster 
cultural transformation, the company will have to create this 
kind of customer awareness. 
The client’s point of view regarding the proposed service 
was discovered by meeting in the location chosen for the 
experiment, a student lodging facility. The facility’s 
director has a favored relationship with the research team 
and she was open to any experiment or project that would 
improve the living conditions of the residents. 
To reach a final service proposal, four meetings were 
held with the director of the facility, the general manager of 
Envie and its operating manager. These exchanges enabled 
the client to express his point of view successfully so that it 
could be properly taken into consideration and to elaborate 
service scenarios. Finally, we were able to reach a minimal 
degree of services: a maintenance service for the machines 
in the facility and the sale of their spare parts. For the 
manager, this is a service activity which will allow him to 
study its pertinence for his organization with a minimum 
amount of risk and a minimal response for the client’s 
needs. 
There can be a difference between knowing the 
importance of integrating the client in service reflection and 
achieving it. In this experimentation, we observed 
willingness to meet with the client and to get to know him 
better, but this didn’t necessarily help in finding the 
appropriate service proposal. This shows the difficulty that 
a company may have in changing its production mode and 
in integrating its client in the process of reflection. 
x Basic underlying assumptions  
This refers especially to mind-sets as mentioned earlier. 
Concerning Envie Loire, the general manager still 
considers the service as a pure add-on, and not as being at 
the heart of the company business. 
During the design of the service proposal, the idea of 
selling washing hours was mentioned especially by the 
researchers, but it encountered many difficulties. Finally, an 
offer of maintenance for the washing machines and dryers 
was proposed as an experiment, in addition to the billing of 
the spare parts required. At many points, we were able to 
locate a real difficulty for the manager in shifting from 
product to service logic. Pressured by the thought of taking 
on a non-profitable activity, he proposed the activities that 
he was absolutely sure of. So, offering preventive 
maintenance hours with a known employee cost was 
possible. Because the breakdowns and spare parts are 
unknown, it was agreed in the contract to bill in addition, 
the price of the spare parts needed for maintenance and 
repairs. 
Another principle which could be explored later might be 
linking a service activity which demands technical skills but 
which is not « rich » in non-qualified labor, with the goals 
of this company by offering employment to unsuccessful 
job-seekers.  
 
x Time and Training 
 
In the company under observation, the decision to try out 
a service took a year. This first year of PSS orientation 
consisted in familiarizing the decision-makers with the 
concept of servitization. The director has been involved 
since June 2012 and his integration in this research project 
allowed him to participate in two seminars on servitization 
and to be accompanied for a PSS orientation. A study 
conducted on the possible services for this company offered 
the director real elements to build upon. 
Secondly, the process of reflection continues with the 
involvement of the members of the Board of Directors and 
is oriented towards the establishment of the experiment. 
When the decision was taken in July 2013, the production 
managers also became involved in the project. We can see 
here that the concept of servitization was disseminated after 
a year’s reflection, from the manager to the middle 
managers. The first year can be considered as an 
impregnation period on the idea of services on a strategic 
level. The role of integration in the research project is 
important: it structured the time. This allowed more time for 
thinking about other different issues:   
x Training sessions on the subject and experience sharing 
with other companies. 
x Analysis of Envie’s service potential realized with the 
help of a student. 
x Workshops led by the researchers on Envie Loire 
contemplating the actions required for moving towards 
services.  
At the beginning of 2014, the company will realize the 
experiment with a potential client. Time is an element that 
promotes a change towards services. It allowed the director 
and the board members to become familiar with PSS via 
interactions with the researchers. This infusion period for 
service culture is necessary for the manager but insufficient 
since we saw in previous paragraphs that the establishment 
of a service, especially through a contract allows members 
of the organization to integrate this service. 
5. Discussion and conclusion 
Our research focused on a particular phase in the 
introduction of services in a company: the study phase and 
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service experimentation. This case study confirms the need 
for giving to the company the time required time for 
integrating a new culture, that of PSS. We therefore show 
the importance of integrating service on a strategic level 
with the need for it to be diffused on an operational level. 
Experiment with the first activity can be a motive for 
introducing elements of a service culture. It can also serve 
as a real representation of the proposed service with the 
possibility of introducing the client’s opinion within the 
elaboration of services and contracting. This service 
implementation enables the creation of the new culture’s 
artifacts. 
We showed that the contract is a major artefact within 
the transformation process, and that a customer awareness 
and consideration is needed in order to build a relevant 
service offer. Finally, one should not forget that learning 
process takes time and is of an experimenting nature.  
However, we were able to see that will is not enough, 
and that the change in culture, especially regarding basic 
underlying assumptions, is a profound change which is 
difficult to support from the outside and which cannot 
therefore easily develop. 
We followed this company during its change towards a 
service orientation, a process which takes time. Our 
observation took place during a key period for the company, 
the beginning of reflection on service activity, but we still 
do not have sufficient evidence on the culture change that 
will occur when service activity is fully integrated at Envie 
Loire. This limits the degree to which we can clarify the 
cultural elements in the transformation from production to 
PSS. In addition, at this stage by choice, we were not able to 
handle difficulties, especially in terms of resistance to 
change and conflicts of objectives. 
This work has both theoretical and managerial 
implications. From a theoretical point of view, we suggest 
that one should go further in the understanding of cultural 
transformation within the servitization process. The 
mechanisms that support this cultural transformation can be 
better understood when considered as learning processes. 
Especially, the contract definition is a crucial step: the 
manufacturer has to deal with both strategic and operational 
issues; and this reflection process is needed to learn on its 
own capabilities and on its understanding of the clients’ 
needs. 
From a managerial point of view, supporting the firm’s 
servitization process requires a specific attention to the 
cultural transformation, which takes time and should be 
progressive, and experimenting. Moreover, in the specific 
context of SMEs, a specific support during the contract 
definition could be helpful. 
Of course, our work relies upon a single case study and 
should be enlarged to other SMEs and even bigger 
organizations. 
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